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Target I718
Target Period 12 months

Potential Upside 31%

Key Financials

< crore FY16E FY17E FY18E FY19E
Revenues 9998 16776 18727 21501
PBT 1733 1459 1974 2560
Adjusted PAT 1101 1079 1490 1894

I

aluation summary

FY16 FY17E FY18E FY19E
P/E 14.3 12.9 9.3 7.3
Target P/E 18.7 16.8 12.2 9.6
P/ABV 1.0 1.1 1.0 0.9
Target P/ABV 1.4 1.5 1.3 1.2
RoE 6.7 6.8 8.8 10.4
RoA 1.6 1.6 1.9 2.3

tock data

313882 crore
216965 crore

Market Capitalisation
Net worth (FY17)

52 week H/L 693/365
Equity capital % 253 Crore
Face value 10
DIl Holding (%) 121
FIl Holding (%) 18.7
Price performance (%)

Return % ™ 3M 6M 12M
Reliance capital -1.4 14.3 38.1 47.9
HDFC LTD 24 11.7 24.4 26.0
LIC housing 4.3 24.6 31.7 54.1
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Reliance Capital (RELCAP) % 549

Group debt pressure a near term impact...

An unexpected correction of ~15% in Reliance Capital stock in the last
five trading days was led by a concern raised on the group company’s
debt repayment capability due to rating downgrades by Icra, CARE.

What happened

Reliance Communication’s bonds - GCX maturing 2019 - amounting to
$300 million corrected significantly from highs, post Icra and CARE
downgraded its rating. High interest coverage ratio and future revenue
pressure due to competition is adding to concerns. Also, according to
media sources, the telecom company has been classified as ‘Special
Mention Accounts’ by banks as interest payment is overdue on its loans.
RBI has put bank’s exposure to the telecom sector already under watchlist
asking them to provide more in the April-June 2017 quarter. All these
newsflows led ADAG group stocks to correct from last week.

In its result press release, the management has said “Upon completion of
the Aircel merger and sale of the Tower business, RCom’s debt will stand
reduced by approximately < 25,000 crore. RCom will receive an upfront
cash payment of ¥ 11,000 crore from the proposed transaction and the
same will be fully utilised for reduction of debt. RCom will also receive
49% future economic upside in the towers business.”

Hence, immediate newsflows on group classification as NPA seem
slightly overdone, and the same can have a significant impact on all group
companies.

Reliance Capital does have exposure (~% 1000 crore) to Reliance
Communication in its standalone corporate lending book, which is part of
its group exposure. Factoring in a write-off with respect to this, an impact
of ¥ 40 per share can be seen, which is manageable.

Fundamentals intact, valuations reasonable...

The life insurance consolidation is over. Gl stake sale remains on the
cards. Healthy growth is seen in AMC business with strong capital
markets and excess demonetisation savings, both pushing up AUM. CF
and home finance remain strong. We expect PAT to grow at 32% CAGR in
FY17-19E. We expect RoE to move to double digits by FY19E. We raise
our housing finance business multiple factoring buoyancy in growth and
listing prospects. The stock is trading at 1x for FY19E ABV. We revise our
earlier SoTP based target price of ¥ 740 to ¥ 718 by raising holding
company discount to 15% vs. 10% earlier to incorporate group exposure
pain. Maintain BUY and advise accumulation only in a gradual manner.

Exhibit 1: Valuation on SOTP bhasis

Business Segment FY19E %/share
Reliance Life @51% 147
Reliance General Insurance @100% 152

Reliance Broking @100% 17

Reliance AMC @51% 244
Reliance Consumer Finance @100% 141
Reliance Home Finance @100% 142
Total per share of Rcap 844
Holding co. disc 127
Value per share of Rcap 718

Source: ICICIdirect.com Research
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Financial summary

(Year-end March) FY16 FY17E FY18E FY19E (Year-end March) FY16 FY17E FY18E FY19E
Total income 9997.9 17639.6 18721.5 21501.0 Net Profit (% crore) 969.1 1079.1 1490.5 1894.2
Net Income 7168.2 8543.3 9605.0 11348.7 EPS () 38.3 42.7 58.9 74.9
Operating expense 5369.0 13033.0 12548.5 14300.9 % Growth -3.3 11.4 38.1 27.1
PBT 1732.5 1538.0 1974.2 2559.7 P/E (x) 14.4 12.9 9.3 1.3
Adjusted Net Frotit 1,1U1.U 1,U8b.U 1,490.9 1,894.2 ABV 528.3 493.3 541.0 597.3
% growth 9.9 1.4 37.2 271 Price / Book (x) 1.0 1.1 1.0 0.9
EPS () 43.6 42.9 58.9 74.9 Price / Adj Book (x) 1.0 11 1.0 0.9

RoNA (%) 1.6 1.6 1.9 2.3

Source: Company, ICIC/direct.com Research ROE (%) 67 68 88 104

Source: Company, ICICldirect.com Research

Balance sheet % Crore
(Year-end March) FY16 FY17E FY18E FY19E
Sources of Funds

Capital 253.0 253.0 253.0 253.0
Reserves and Surplus 15313.9 16712.4 17271.0 18696.6
Networth 15566.9 16965.4 17524.0 18949.6
Long and short term borrowing 28035.0 39260.6 31156.2 33176.2
Current liabilities and others 23485.7 25983.2 35395.7 35095.4
Total 67087.6 82209.2 84076.0 872211

Application of Funds

Fixed Assets 542.6 574.7 564.6 575.9
Investments 25279.6  34478.9 28476.5 26428.8
Advances 30105.0  33341.0 370424 407125
Other current assets 11160.4 13814.6 17992.6 19504.0
Total 67087.6  82209.2  84076.0  87221.1

Source: Company, ICICldirect.com Research
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ICICIdirect.com coverage universe (NBFC)

CMP M Cap EPS R) P/E (x) P/ABV (x) RoA (%) RoE (%)
Sector / Company %)  TPR) Rating (ZCr) FY16 FYI7E FY18E FY16 FY17E FY18E FY16 FY17E FY18E FY16 FY17E FY18E FY16 FY17E FY18E
LIC Housing Finance (LICHF) 704 750 Buy 32,170 329 383 469 214 184 150 40 33 27 14 14 15 196 191 194
Reliance Capital (RELCAP) 547 718 Buy 13,540 383 427 589 143 128 93 10 11 10 16 16 19 67 68 88
HDFC (HDFC) 1,598 1,750 Buy 235052 450 469 520 355 341 307 75 65 59 26 24 23 218 202 200
CARE (CARE) 1431 1,750 Buy 4533 400 515 586 358 278 244 103 85 84 409 365 413 288 304 343
Bajaj Finserv (BAFINS) 4000 4900 Buy 71,505 117.5 1422 2018 340 281 198 50 42 35 19 19 24 157 162 193
Bajaj Finance (BAJFI) 1,310 1,500 Buy 69,261 247 340 446 530 386 294 93 74 60 32 33 33 211 218 229

Source: Company, ICICldirect.com Research
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ICICIdirect.com endeavours to provide objective opinions and recommendations. ICICldirect.com assigns
ratings to its stocks according to their notional target price vs. current market price and then categorises them
as Strong Buy, Buy, Hold and Sell. The performance horizon is two years unless specified and the notional
target price is defined as the analysts' valuation for a stock.

Strong Buy: >15%/20% for large caps/midcaps, respectively, with high conviction;
Buy: >10%/15% for large caps/midcaps, respectively;

Hold: Up to +/-10%;

Sell: -10% or more;

!
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Pankaj Pandey Head — Research pankaj.pandey@icicisecurities.com

ICICldirect.com Research Desk,
ICICI Securities Limited,

1st Floor, Akruti Trade Centre,
Road No 7, MIDC,
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Mumbai - 400 093
research@icicidirect.com
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ANALYST CERTIFICATION

We /I, Kajal Gandhi, CA, Vasant Lohiya, CA and Vishal Narnolia, MBA, Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this research
report accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s)
or view(s) in this report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products. ICICI Securities
Limited is a Sebi registered Research Analyst with Sebi Registration Number — INH000000990. ICICI Securities is a wholly-owned subsidiary of ICICI Bank which is India’s largest private sector bank and has
its various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details in respect of which
are available on www.icicibank.com.

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment banking
and other business relationship with a significant percentage of companies covered by our Investment Research Department. ICICI Securities generally prohibits its analysts, persons reporting to analysts
and their relatives from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly confidential and
meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without
prior written consent of ICICI Securities. While we would endeavour to update the information herein on a reasonable basis, ICICI Securities is under no obligation to update or keep the information current.
Also, there may be regulatory, compliance or other reasons that may prevent ICICI Securities from doing so. Non-rated securities indicate that rating on a particular security has been suspended
temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in circumstances where ICICI Securities might be acting in an advisory capacity to this
company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness guaranteed. This
report and information herein is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial
instruments. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat recipients as customers by virtue of their
receiving this report. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific
circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their own investment decisions, based on their own investment
objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient. The recipient should independently evaluate
the investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. ICICI Securities accepts no liabilities whatsoever for any
loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the
risks associated before investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to
change without notice.

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other assignment
in the past twelve months.

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for services in
respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or specific transaction.

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the companies mentioned
in the report in the past twelve months.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did not receive any
compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI Securities nor Research Analysts

and their relatives have any material conflict of interest at the time of publication of this report.

It is confirmed that Kajal Gandhi, CA, Vasant Lohiya, CA and Vishal Narnolia, MBA Research Analysts of this report have not received any compensation from the companies mentioned in the report in the
preceding twelve months.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month
preceding the publication of the research report.

Since associates of ICIClI Securities are engaged in various financial service businesses, they might have financial interests or beneficial ownership in various companies including the subject
company/companies mentioned in this report.

It is confirmed that Kajal Gandhi, CA, Vasant Lohiya, CA and Vishal Narnolia, MBA, Research Analysts do not serve as an officer, director or employee of the companies mentioned in the report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.

We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities.

This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution,
publication, availability or use would be contrary to law, regulation or which would subject ICICI Securities and affiliates to any registration or licensing requirement within such jurisdiction. The securities

described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession this document may come are required to inform themselves of and
to observe such restriction.
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